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RELATING TO DEVELOPMENT OF HOG ISLAND-TRACT 
NEAR PHILADELPHIA 





MONDAY, JULY 12, 1954 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SPECIAL SUBCOMMITTEE To ConsIpER 8S. 3630, 
Washington, D.C. 
The subcommittee met at 11 a. m., pursuant to call in room G—16 
of the Capitol, Senator James H. Duff, chairman of the subcommittee, 
presiding. 
Present: Senator Duff (chairman of the subcommittee). 
Also present: Robert D. L’Heureux, counsel. 
Senator Durr (chairman of the subcommittee). The subcommittee 
will come to order. 
Without objection, a copy of the bill, S. 3630, will be inserted in 
the record at this point. 
(The bill, S. 3630, is as follows :) 


{[S. 3620, 88d Cong., 2d sess. ] 


A BILL To permit the city of Philadelphia to further develop the Hog Island tract as an 
air, rail, and marine terminal by directing the Secretary of Commerce to release the city 
of Philadelphia from the fulfillment of certain conditions contained in the existing deed 
which restrict further development 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Commerce is authorized 
and directed to release the city of Philadelphia from the fulfillment of any and 
all conditions of a deed of the United States, acting through the United States 
Shipping Board, dated the 23d day of July 1930, relating to a tract of land, 
known as Hog Island, situated partly in the township of Tinicum in the county 
of Delaware and State of Pennsylvania and partly in the Fortieth Ward of 
the city of Philadelphia, comprising nine hundred and fifty-one acres more or 
less; and to execute in proper form a full and complete release and discharge of 
the yearly ground rent reserved to the United States under and pursuant to said 
deed, and relieving the city of Philadelphia from the fulfillment of any and all 
covenants, conditions and trusts set forth in said deed 

Sre The execution of the aforesaid release shall be made without considera 
tion therefor and upon condition that the aforesaid tract shall be held, used 
and developed as and for an air, rail, and marine terminal for the promotion 
and furtherance of the interstate and foreign commerce of the United States, 
and for industrial purposes related thereto: Provided, That the premises shall 
not be disposed of by the city of Philadelphia by conveyance or sale, except in 
furtherance of the public purposes herein set forth. The release shall contain 
a further provision that whenever the Congress of the United States shall 
declare a state of war or other national emergency the United States shall 
have the right to enter upon the premises and use the same or any part thereof 
owned by the city of Philadelphia for a period not to exceed the duration of 
such state of war or national emergency plus six months, and upon cessation 
of such use said premises shall revert to the city of Philadelphia: Provided, 
however, That the United States shall be responsible during the period of such 
use for the maintenance of all of the property so used, and shall pay a fair 
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rental for the use of any structures or other improvements which have been 
added thereto, said rental to include all debt service charges or other obliga- 
tions arising out of the financing of all structures or improvements on the 
aforesaid premises. 

Senator Durr. The purpose of this bill, S. 3630, is to relieve the 
ay of Philadelphia from certain obligations, ones payment of 

annual ground rent, contained in the deed of July 23, 1930, whereby 
the United States transferred to Philadelphia title - a tract of ap- 
proximately 950 acres of land, known as Hog Island. 

Hog Island was bought from the United States for a total price 
fixed at $3 million. A downpayment of $450,000 was made and the 
balance secured by an annual ground rent of $76,500 for 10 years and 
$153,000 per year thereafter. ‘This ground rent must be paid until the 
balance of $2,550,000 is extinguished. Since 1930, the United States 
has received a total of about $3 million, including the downpayment 
and annual ground rents, from the city of Philadelphia for Hog 
Island. 

If the city had not purchased Hog Island and paid the ground rent 
continuously, or if the city had occupied the land pursuant to a lease 
or permit, it would probably have obtained this land without any 
payment at all as authorized by section 16 of the Federal Airport Act 
(60 Stat. 179, May 13, 1946). However, in section 16 of the Federal 
Airport Act, Congress made no provision for transfer of interests 
such as the United States has retained in this instance and this legis- 
lation is necessary to authorize the release sought by the city of 
Philadelphia. 

The city has developed its International Airport adjacent to, and 
in part upon, Hog Island. This tract is now the only area reasonably 
available for further necessary expansion of this major air terminal. 
The city is prepared to expend a considerable sum of money for such 


expansion. In addition, various private firms, anxious to locate air 
transportation and marine facilities at Philadelphia, would be able 
to utilize Hog Island for such purposes. The city cannot now ade- 


quately provide for such private development because of the lack of 
available space. 

The outstanding ground rent and the other reservations contained 
in the deed prevent full utilization of the Hog Island tract for the 
development and expansion of tri Semen facilities important not 
merely to the city of Philadelphia, but also to the adjacent areas of 
New Jersey and Delaware. 

Enactment of this bill would encourage the investment of local 
private and municipal funds for the development of airport and 
other transportation facilities of value to the commerce and national 
defense of the United States. 

Provision is made to permit utilization of Hog Island and its faeili- 
ties by the United States in the event of national emergency. 

We shall first hear from the Honorable Robert B. Murray, Jr.. 
Under Secretary for Transportat ion of the Department of Commerce. 


STATEMENT OF HON. ROBERT B. MURRAY, JR., UNDER SECRETARY 
FOR TRANSPORTATION, DEPARTMENT OF COMMERCE 


Secretary Murray. Mr. Chairman, I have here a letter from the 
Secretary of Commerce to the chairman of the Committee on Inter- 
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state and Foreign Commerce, Senator Bricker, recommending the 
approval by this committee of S. 3630, 

Senator Durr. This letter is dated the 12th of July 1954, is directed 
to the Honorable John W. Bricker, chairman of the Committee on 
Interstate and Foreign Commerce, and, as has just been stated by Colo- 
nel Murray, it is from Sinclair Weeks, Secretary of Commerce, and 
it recommends the action which this bill provides. 

Secretary Murray. That is correct. 

Senator Durr. That will be made a part of the record at this point. 

(The letter referred to is as follows :) 


THE SECRETARY OF COMMERCE, 
Washington 25, July 12, 1954. 
Hon. JoHN W. BrIcKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DreAR Mr. CHaAtRMAN: This is written in reply to your letter of June 18, 1954, 
requesting the views of this Department with respect to S. 3630, a bill to permit 
the city of Philadelphia to further develop the Hog Island tract as an air, rail, 
and marine terminal by directing the Secretary of Commerce to release the city 
Philadelphia from the fulfillment of certain conditions contained in the existing 
deed which restrict further development. 

We believe that the basic purposes to be served by this bill would contribute 
substantial benefit to the commerce of the United States and, accordingly, we 
urge its enactment 

Basically this bill would relieve the city of Philadelphia from conditions im- 
posed by the deed of July 25, 1930, whereby the United States Shipping Board, 
for the United States, transferred title to the Hog Island tract of approximately 
950 acres to the city of Philadelphia. The city of Philadelphia agreed, among 
other things, to pay a total price of $8 million for the land. A downpayment of 
$450,000 was made and the city obligated itself to pay an annual ground rent 
of $76,500 for 10 years and $153,000 thereafter. This ground rent is extinguish- 
able upon payment of the balance of $2,550,000 of the original purchase price. 
The city has, since 1930, paid to the United States ground rent in a total sum 
of over $2,500,000, 

In addition to the ground rent, the deed requires that the land be developed 
for use as a seaplane base, airport and rail and marine terminal. Originally the 
land was divided into specific tracts to be devoted to each of these purposes 
But, by an instrument executed July 30, 1948, the United States authorized the 
city to utilize any portion of the Hog Island tract for airport purposes. 

The deed also reserves to the United States the right to occupy the land in 
the event of a national emergency, without payment except for structures. Rent 
to be paid for the use of structures is to be determined by the President. The 
right of Government aircraft to use the airport and for free, unsheltered storage 
of such aircraft is also reserved. Certain other conditions, reservations, and 
easements not accruing to the benefits of the United States are included in 
the deed. 

Immediately adjacent to Hog Island, the city of Philadelphia has developed its 
International Airport. Development of this airport into one of the leading air 
terminals in the world has cost the city over $30 million. This terminal not only 
serves the city of Philadelphia but it also serves the adjacent areas of Southern 
New Jersey and Delaware. The importance of this air terminal to the com 
merce of the United States cannot be too greatly emphasized. Its continued ex 
pansion and improvement is vital to transportation and the national defense 

The Hog Island tract is the only area reasonably available for further neces 
sary expansion of the Philadelphia International Airport. However, the out 
standing ground rent and the reservations contained in the deed handicap the 
city in the full ultilization and development of this land for airport purposes 
We have been assured by the city that they would make substantial expenditures 
to improve the Hog Island tracts as an integral part of the International Airport 
if this bill is enacted. We are also advised that various private firms anxious to 
locate air transportation and marine facilities at Philadelphia would be able to 
utilize Hog Island for such purposes. The city is now handicapped in providing 
for such private development by the lack of available space 
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The Department of Commerce is keenly aware of the necessity for encouraging, 
in every reasonable way, the development and improvement of transportation 
facilities. We are particularly concerned with the necessity for encouraging 1o- 
cal and private investments in such development. Enactment of this legislation 
would, we believe, encourage and facilitate the expenditure of municipal and 
private funds for the development of Hog Island as an airport and marine fa 
cility beneficial not only to the local area concerned but to the entire Nation 
as well 


In recommending enactment of S. 3630, we have made no specific analysis 
of the provisions or the bill as they affect the availability of Hog Island in the 
event of national emergency or for use by Government aircraft. We believe that 
particular consideration of these provisions is more properly reserved to the 
military agencies of the Government. However, we do feel that the provisions 
intended to relieve the city from all conditions, covenants, and trusts contained 
in the deed are too broadly stated. Actually, certain of the conditions contained 
in this deed accrue to the benefit of persons other than the United States. We 
do not believe there is any intention to relieve the city from such conditions by 
this legislation. Accordingly. we suggest that the bill be admended to insert 
the words “for the benefit of the United States” after the word “conditions” on 
line 5 of page 1 and after the word “trusts” on line 8 of page 2 

With this amendment we believe S. 3630 would, if enacted, result in consider- 
able benefit to commerce and we, therefore, recommend its favorable considera- 
tiol 


Due to the urgency of this matter, we have not had the opportunity to obtain 
the advice of the Bureau of the Budget with respect to the relationship of this 
legislative proposal to the program of the President 

Sincerely yours, 


SINCLAIR WEEKS, 
Secretary of Commerce, 

Secretary Murray. Mr. Chairman, in the letter to the chairman, 
the Secretary laid particular emphasis upon our basic purpose in sup- 
porting the legislation because we believe it will be of great assistance 
to one of our great cities in aiding it to expand and to develop trans- 
portation resources which are vital not only to Philadelphia but to 
the surrounding area and important to the commerce of the United 
States as well. 

I don’t believe it will be necessary to restate in any detail the points 
which the Secretary covered in his letter and which the chairman 
here knows so well, and cae bs has already stated in his opening 
statement. 

There are a few particular reasons which I believe justify the con- 
sideration which Philadelphia would receive —— ee of the 
bill. These reasons are the money already paid by Philadelphia to 
the United States for Hog Island; the plans for arches development 
which the people of Philadelphia wth for Hog Island in the im- 
portance of the fulfillment of these plans to the United States. 

As has already been stated, Senate 3630 would relieve the city of 
Philadelphia from certain obligations, including payment of an an- 
nual ground rent contained in the 1930 deed by which the United 
States transferred Hog Island to the city. 

Philade ‘phi: . bought Hog Island from the United States for a price 
fixed at $3 million. A downpayment of $450,000 was made and the 
balance was secured by an annual ground rent of $76,500 for 10 years 
and $1: 53,000 per year thereafter. This ground rent must be paid ‘until 
the entire remaining $214 million is extinguished. 

However, Philadelphia, has since 1930, paid a total of about $8 
million in downpayments and, as the Senator has brought out, para 
doxically, if the city had not bought Hog Island under the Federal 
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Airport Act of 1946, it would have been eligible to have received this 
completely free from the Government of the United States. 

Senator Durr. Without any of the payments of either the original 
$450,000 or the subsequent payments thereto ? 

Secretary Morray. That is correct. 

Phils. delphi: i was in the unfortunate position, by reason of the fact 
they had $3 million, that we couldn’t give something to them, as against 
the fact if they had not paid it we would not only have undoubtedly 
given it but, in carrying out the 1946 act, would have in reality been 
directed to return this property to the city of Philadelphia, it having 
been declared surplus. 

The Senator has seen what the people of Philadelphia have done to 
develop the International Airport into one of the greatest air terminals 
of the world; and, on figures just released within the last 2 or 3 days, 
the city of Philadelphia, percentagewise, has had the greatest erowth 
im air transportation of any of our other great terminals, and has 
surpassed a great many cities that have rated higher than Philadelphia 
over a long period of years. 

Philadelphia, with that great new terminal building and the facil- 
ities there, is really expanding tremendously in air transportation. 
That means a great deal not only to eastern Pennsylvania, but to 
the whole Delaware-South Jersey area that probably is the fastest 
expanding area of our country at this particular time—the whole 
Delaware Valley area—and it happens that in any expansion of this 
sort you need to erect additional facilities. Philadelphia has no other 
place to erect such facilities, except in the area which this Hog Island 
tract covers. 

Senator Durr. Are there any figures as to the total amount of ex- 

penditures for improvement the city of Philadelphia has made to 
date? 

Secretary Murray. The airport itself has cost roughly $80 million, 
the facilities creating the airport and the related buildings there, 
and the representatives who are here from the city of P hil: adelphia 
will tell you, Iam sure, of other plans that they have. 

In any situation that is expanding as fast as Philadelphia is, there 
is a problem of additional facilities, hangars, etc., which need to go 
with that. 

In addition to that, this airport, geographically, is situated on the 
Delaware River, with the busy port of Philadelphia being just up the 
river on the main lines of the Pennsylvania and the B. & O. and 

with several very important United States highways going right on 
the western extremity of the airport, so that Phil: ide ‘Iphis 1 is in better 

shape than any other city that I know of in the country to have a con- 
solidated, great transportation system; and they have great plans for 
this particular area, to make it not only an aviation center but 
to combine their other facilities having to do with ocean shipping as 
well as rail and highway transportation. 

Senator Durr. You have deep water transportation right from the 
site of the airport all the way to the sea. 

Secretary Murray. That is correct and, with the industrial expan- 
sion going on in the valley, it seems to us, despite the fact this re- 
leases Philadelphia from the obligation to extinguish the $24 mil- 
lion, the area is better off and the Nation is better off either in carry- 
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ing on its national commerce and certainly in times of emergency to 
see that this area is developed to the greatest possible extent; and so 
long as this hangs over the area, the private investors on whom we 
need to depend for the development of the city, so long as there is a 
shadow involved, the area will not be developed, and the more we can 
encourage our cities to go ahead, using their own funds for the develop- 
ment of their own facilities, we do a major job in aiding and abetting 
the facilit eS W hich are available to us. 

Senator Durr, I think you will probably be surprised at this let- 
ter. The chairman of the committee had a letter addressed to him on 
July 9, 1954 by the Honorable Frank H. Weitzel, Acting Comptroller 
General of the United States, and I have also received a copy of a 
letter of March 25, 1953, and a copy of a letter of March 9, 1954, 
addressed to the Secretary of Commerce from the Comptroller Gen- 
eral. These letters will be made part of the record at this point. 

(The letters referred to are as follows:) 


COMPTROLLER GENERAT. OF THE UNITED STATES, 
Washington 25, July 9, 1954. 
Hon. JOHN W. BricKer, 
Cha an, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your letter of June 18, 1954, trans- 
mitting a copy of S. 3630, 88d Congress, entitled “A bill to permit the city of 
Philadelphia to further develop the Hog Island tract as an air, rail, and marine 
terminal by directing the Secretary of Commerce to release the city of Phila- 
delphia from the fulfillment of certain conditions contained in the existing deed 
Which restricts further development,” and requesting the comments of this Office 
concerning the proposed legislation 

rhis bill, which is identical with H. R. 9577 and H. R. 9734, 83d Congress, 
proposes to authorize and direct the Secretary of Commerce to release the city 
of Philadelphia from any and all conditions of the deed of the United States 
pping Board dated July 28, 1930, conveying to the city the tract of land known 
as Hog Island and to execute a release and discharge of the yearly ground rental 
reserved to the United States thereunder. It further vrovides that such release 
shall he made without consideration therefor and upoa condition that the tract 
shall be used as an air, rail and marine terminal for the promotion and further- 
ance of the interstate and foreign commerce of the United States; that the 
premises shall not be disposed of except in furtherance of such purpose; and that 
the release reserve to the United States the right to enter upon and use such 
premises or any part thereof, upon declaration by the Congress of a state of war 
or national emergency, for a period not to exceed the duration of such state of 
war or national emergency plus 6 months, the premises to revert to the city of 
Philadelphia at the expiration of such period. The bill also provides that the 
United States shall be responsible for maintenance of the property during the 
period of such emergency use and shall pay fair rental therefor, including debt 
service charges or other obligations arising out of the financing of structures 
or improvements on such premises 

The lands in question were acquired in fee and developed at substantial 
cost by the Government for use as a shipyard during World War I. By instru- 
ment of indenture executed July 28, 1930, a fee-simple estate in said lands 
was conveyed to the city of Philadelphia in consideration of the payment to 
the United States of $450,000 in cash, plus reserved ground rent of $76,500 
per annum for the first 10 years and $153,000 per annum thereafter, forever, 
or until the city pays to the United States the sum of $2.550,000 in extinguish- 
ment of the yearly ground rent. It is understood that the original price asked 
by the Government for this tract was $3 million and this form of transaction 
Was occasioned by the city’s inability to pay cash in that amount or to secure 
the unpaid balance of the purchase price by mortgage. It is noted that $76.500 
represents 5 percent and $153,000 represents 6 per cent per annum of the bal- 
ance of $2,550,000 remaining of the original price after the initial payment 
of $450,000, The instrument also contained covenants and restrictions regarding 


the use of designated portions of the property for an airport, seaplane base, 
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and a rail and marine terminal, which constituted further consideration for 
the sale. Briefly, the principal interests of the Government in this property 
under such instrument are (a) the right to receive annual payments of ground 
rent in perpetuity unless extinguished as aforesaid, (0) the right to enforce the 
covenants and restrictions on use of the property, (c) the right to utilize the 
property without compensation other than reduction of annual payments pro- 
portionate to the amount of property used during a national emergency, and 
(d) the right to use certain Army-constructed facilities during a national 
emergency for compensation which will reimburse the city for the loss of 
revenue from the facilities used by the Government in an amount mutually 
agreeable to the Government and the city, this latter right emanating from 
a War Department lease of February 11, 1942, and supplemental agreement of 
August 23, 1945, covering portions of the property taken over by the War 
Department during World War II pursuant to the reservation of the original 
conveyance. 

By action dated June 24, 1948, the former Maritime Commission denied the 


request of the Administrator of Civil Aeronautics dated February 24, 1948, 
to convey to the city of Philadelphia “the interest of the United States of 
America” in these lands under the authority of section 16 of the Federal Air- 
port Act (60 Stat. 179, 49 U. S. ©. 1115). This action of the Maritime Com- 
lission was based on its determination pursuant to the Federal Airport Act 
that the requested conveyance was inconsistent with the needs of the Maritime 


Commissio as well as with the needs of the Depart ent of the Army, such 
needs being based on the right of reentry and user during a national emergency 
pursuant to the original conveyance and the lease : 
of the Army. 

Thereafter, because the restrictions contained in the original conveyance pre- 
vented use of all of the lands for airport purposes, the Acting Administrator 
of Civil Aeronautics by letter to the Chairman, Maritime Commission, dated 
July 22, 1948, requested that the original conveyance be supplemented by an 
appropriate instrument permitting the city of Philadelphia to develop and 
operate the proposed International Airport upon all of the lands in question, 
any covenant or restriction against such use contained in the original convey- 
ance to the contrary notwithstanding. In this letter the Maritime Commission 
was advised by the Acting Administrator that “our review of this matter 
indicates that the city now owns and is in control of the lands known as 
Hog Island by virtue of an indenture dated July 23, 1930.” In accordance with 
this request the original instrument was mod ‘fied by supplemental instrument 
executed as of July 30, 1948, to the extent of permitting all land covered thereby 
to be used for airport purposes, anything in the original instrument to the 
contrary notwithstanding. 

The city of Philadelphia again attempted in the latter part of 1952 to secure 
conveyance under section 16 of the Federal Airport Act of the title of the United 
States to the yearly ground-rent interest in the Hog Island tract and, in view 
of questions raised by the Maritime Administration respecting the propriety 
of such transfer, the Secretary of Commerce by letter of January 2, 1953, re- 
quested the opinion of this Office with regard thereto. By decision of March 
25, 1958, B-113327, copy attached, the Secretary of Commerce was advised that 
the proposed conveyance could not be made under the authority of said section 16. 
In response to the Secretary’s request for reconsideration of that decision, the 
subsequent decision of March 9, 1954, B-113327, copy also attached, was rendered 
sustaining the prior decision. 

The present bill obviously is the result of further attempts by the city of 
Philadelphia to secure relief from the obligation to pay the ground rent, which 
obligation apparently was willingly accepted in 19830 when it needed the land 
and was unable to raise the full purchase price. While the bill provides certain 
emergency rights for the United States and reqnires that the land be used 
by the city for snec'fied nurnoses and not he disnosed of. it should he noted that 
such rivhts and reonirements already exist under the original deed as amended. 
Mereover,. as indicated in the two decisions attached hereto, it is the opinion of 
this Office that the Government’s right to ground rent does not interfere in 
anv wav with the citv’s use of the land as an air, rail. and marine terminal, 
and that the extinenishment thereof would not render the land anv more avail- 
able or neahle far such prrnoses, Hence. the sole nurnose that would he accom- 
nlished by the bill is the releose of the citv from its ohbliration to pay the vearly 
gronnd rent with no additional henefit accruing to the Government therefrom 
Since the city already has the right under the existing deed to extinguish the 


reetnents of the Department 
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ground rent by paying the balance of the original purchase price of the land, 
Ss, $2,550,000, it is clear that the bill constitutes an outright gift to the city. 

Phis Office does not look favorably upon the surrendering of property or rights 

‘Ss 





l I ed States wit ay opriate benefit accruing to the United State 
efi Accordingly, this Office does not recommend that favorable con- 
le t I en this bi 
I lance with your request this report is submitted in triplicate. 
‘RANK H. WEITZEL, 
tcting Ce pt oller General of the United States. 
( ( | I »y STA 
i Warch 2 1953 
\ C Co ide 
: I s ( ir ] essor’s letter of 
el req ting a decision with respect to the 
eM ( \( tr: i, upon the request 
\, 1 ( of the interest of the 1 ted States 
}*) I ni Island 
( ly 25, 1930, and 
! dated July », 1! land in question 
l 1 =< the ci f ‘Iphia, Pa., for its 
| ‘ \ ( | 1 states title in and 
d rent of $153,000 (which could be extinguished by a lump-sum 
i ) na t tie me ad conve ! in elect 1 release 
pensatic ( 1 t of the city’s obligation to pay the ground 
n ‘ ip sun 
Seg n 16 of the Federal Airport Act, supra, provides: 


Whenever the Administrator determines that use of any lands owned or 








ed by the United States is reasonably necessary for carrying out a 

project under this act, or for the operati of public airport, he shall file 

head of the department or agency h: control of such lands a re- 

quest that such property interest therein as he may deem necessary be conveyed 

{ the 7 ‘ sponsoring the project in questi m or owning or controlling 

e airport. Such property interest may consist of the title to or any other 
nterest in nd or any easement through or other interest in airspace.” 

S ection (b) provides that upon receipt of such request the head of the 

department or agency shall determine whether the requested conveyance is in- 


tent with the needs of the department or agency and notify the Adminis- 
rator of his determination within 4 months If no inconsistency is found the 
mveyance is to proceed, after approval by the President and the Attorney 
General of the United States. Provision also is required to be made in the instru- 
ent of conveyance for automatic reversion of the property interest to the 
United States in the event the lands in question are not developed, or cease 
to be used, for airport purposes 
These provisions of the statute confer upon the Administrator of Civil 
Aeronautics authority calling for the exercise of a certain degree of adminis- 
trative discretion The Congress left primarily to his judgment questions such 
s whether particular lands are necessary to the operation of public airports 
ind the nature of the property interest to be conveyed in each case Nor is any 
mention made in section 16 of consideration being requisite for a property con- 
vance thereunder However, there is a question as to whether, notwith- 
standin these premises, the action proposed is within the scope of the authority 


The opening lines of section 16 1) beginning with the word “whenever” 
require, before any other action is authorized a determination hy the Ad 
ministrator that ise of lands owned or controlled by the United States is 
reason: vy necessary for the oy ition of a public airport Here the city of 
1’) delphia already has full use of the lands in question: the only purpose of 
he ce ly d he to relieve the city of t! financial obli 

iti to nay the yearly rent I believe that section 16 is inapplicable, as a 
! iw, to such a si itior 

It 1 been argued by renresentative of the city that the term “use” should 
he g i. broad meaning so as to inelude ‘“‘a use which is free of cost as against 
1 e r which a fee of any sort might be charged”: that the real test is whether 
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the property interest to be conveyed is reasonably necessary to the operation 
of the airport; and that in a substantially similar case involving a tract of 
land in New York City, the Comptroller General approved the conveyance 
Looking at the language of section 16, and having regard for the other sections 
of the statute, it is reasonably certain that the Congress employed the word 





“use” in its ordinary sense as meaning physical enjoyment or occupation rhe 
plain design of the section was to make available for public airport purposes 
lands owned or controlled by the Federal Government which could be spared 
from other uses It is true that conveyance of more than the bare use of the 
iF was authorized, but only when deemed necessary by the Administrato! 
as an incident to making “use” of the lands available The Administrator could 

it legally make such a determination in this case because the interest pr 
posed to be conveved could not reasonably be regarded as interfering in any 
way with the city’s use of the lands as an airport 

All conveyances of property interests under section 16 from the United States 
to publie agencies result in an indirect t ncial benefit to the recipient of the 
vrant However, in each case the primary objective of the transfer is to make 
available the physical use of the land. Here the primary objective could only 
be to render direct financial assistance to the city by relinquishing the right to 
the ground rent The extent to which such direct aid could be given by the 


Administrator is covered by other sections of the statute and specific conditions 
and limitations are attached in meticulous detail 

I am well aware of the seeming inequity of a decision which holds that this 
conveyance of ground rent is unauthorized while recognizing, as I must, that 
were the lands to be turned over to the city now for the first time, there would 
be no legal objection to a conveyance of the title in fee simple, subject only to 
the reversionary rights specified in the statute. However, the Congress gave 
due consideration in the course of the bill’s passage to the case of those cities 
which had proceeded prior to the act with their own funds to develop airperts. 
It was obvious that unless credit were given for such expenditures in the match 
ing funds area, the more industrious, forward-looking cities would be penalized, 
so to speak. Notwithstanding, the act provides generally that expenses in 
curred prior to the execution of a grant agreement thereunder may not be con 
sidered as allowable costs, and even goes so far as to exclude the allowance of 
land acquisition expenses incurred prior to enactment of the statute 

The decision of December 15, 1948 (B-S81135) is distinguishable inasmuch as 
there the city of New York did not have the use of the lands in question at the 
time of the proposed conveyance Moreover, another statute, Public Law 2S, 
approved July 30, 1947, which specifically provided for the conveyance of sur 
plus real property to States and political subdivisions “without monetary con 
sideration”, had some bearing on the conelusion 

Accordingly, I have to advise that I regard the proposed conveyance as with 
out authority of law 

Sincerely yours, 
LINDSAY C. WaARRED 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 9, 1954. 
The honorable the SEcRETARY OF COMMERCE, 

My Dear Mr. Secretary: Your letter of October 9, 1953, requesting recon 
sideration of Office decision of March 25, 1955, B-113827, relative to the transfer 
of the city of Philadelphia, under section 16 (a) of the Federal Airport Act, of 
the Government’s ground rent interest in the Hog Island site of the Philadelphia 
International Airport, as well as letter of January 6, 1954, of the Deputy General 
Counsel, written pursuant to a conference held on December 2, 1953, has been 
given careful consideration. 

The letters cited appear to indicate some misunderstanding of the meaning and 
scope of the decision of March 25, 1953. That decision did not hold that the 
Administrator of Civil Aeronautics could not obtain the transfer of a fee-simple 
title to land where such title existed in the Government, nor did it question the 
exercise of his discretion where such exercise is properly applicable under the 
law. The sole question involved is whether the Government’s ground rent inter 
est in the Hog Island tract may be transferred to the city of Philadelphia unde1 
the authority of section 16 of the Federal Airport Act. 
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Section 16 (a) of the Federal Airport Act (60 Stat. 179, 49 U. S. ©. 1115) 
pro ides as follows: 

“(a) Whenever the Administrator determines that use of any lands owned or 
controlled by the United States is reasonably necessary for carrying out a project 
under this Act, or for the operation of any public airport, he shall file with the 
head of the department or agency having control of such lands a request that such 
property interest therein as he may deem necessary be conveyed to the public 


agency sponsoring the project in question or owning or controlling the airport. 
Such property interest may consist of the title to or any other interest in land or 
any easement through or other interest in air space.” 

It is stated in Office decision of March 25, 1953, supra, that this Office considers 
the rd “use” appearing in the above-quoted section as meaning physical en 
j t or occupation and that, since the city of Philadelphia already has such 
f e of the lands in question, the said section is inapplicable as a matter of 
law to the situation here involved. There is nothing contained in the present 
correspondence which would warrant or require changing that conclusion. 

Your letter of October 9, 1953, takes issue with that portion of the decision 


which stated “the interest proposed to be conveyed could not reasonably be 
regarded as interfering in any way with the city’s use of the lands as an airport,” 
on the ground that it is inconsistent with the Administrator’s broad discretion 
under the statute and, also, is in apparent conflict with the governing facts. In 
such connection, it is stated, in substance, that one quarter of the operating cost 
of the airport has been attributable to the payment of the ground rent: that 
reasonable guaranty of tenure is necessary to permit proper development of the 
airport; that financing of capital improvements is difficult or impossible where 
the public agency does not have clear title to the land; and that several large 
organizations evidenced interest in establishing major facilities at the airport 
but subsequently refused to do so when they learned that the city did not have a 
clear and indefeasible fee-simple title to the entire tract. 

There is nothing in the present record showing in any way that the aforesaid 
interpretation of section 16 as contained in the decision of March 25 is contrary 
to what the Congress intended at the time the law involved was enacted. That 
being the case, it is not understood how it may be said that such interpretation is 
nconsistent with any authority vested in the Administrator In other words, the 
discretion vested in the Administrator obviously may be exercised only within 
the limits authorized by the law granting him the discretionary authority. 

The letter of January 6, 1954, refers to the legislative history of the Federal 
Airport Act to show that the Congress intended to authorize the transfer of a 
fee-simple title to land under section 16. As stated hereinabove, this Office has 
not questioned the transfer of a fee-simple title where the Government held such 
a title and the Administrator determined that the transfer thereof was reason- 
ably necessary. The same legislative history contains a discussion indicating 
that the Congress did not consider that a fee-simple title in the airport sponsor 
was absolutely necessary in all cases and recognized that any rights in the land 
which did not physically interfere with the operation of the airport need not be 
held by such sponsor. Particular reference was made to mineral rights in land 
in Alabama where a large coal mine was being operated beneath an airport with- 
out interference with the operation of the airport, the owner of the mine being 
willing to sell the airport the right to use the surface but insisting upon retain- 
ing title to the deep mine. See pages 121 and 122 of volume 1, Legislative History 
of the Federal Airport Act. 

Also, part 1 of the supplementary statement attached to the letter of January 
6. 1954. sets forth a list of locations where there were existing airports at the 
time the section 16 request was made but additional lands or interests in land 
were transferred. This list appears to afford additional support to the holding 
in the decision of March 25, 1953, since each case involves the transfer of actual 
land—a portion of the earth—for actual physical use in connection with the air- 
port. In the three cases cited where additional property interests in lands al- 
ready used for airport purposes were transferred, such airports were being 
yperated on land held only under a lease or a permit, with the Government hold- 
ing the fee-simple title, and hence can readily be distinguished from the present 
situation, where the city owns the land in fee simple and the Government has a 
mere ground-rent interest. 

Moreover, section 16 (a) requires that the use which the Administrator deter- 
mines to be reasonably necessary to carry out a project or operate a public airport 
must be “of any lands owned or controlled by the United States,” and that the 
property interest authorized to be conveyed thereunder must be an interest in 
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such lands. In Hart v. Anderson (48 Atl. 636, 198 Pa. 558), the Supreme Court of 
Pennsylvania held that the owner of a ground rent had a fee-simple estate in the 
rent only and not in the land. ‘The court stated: 

“The nature of a ground rent in Pennsylvania is well settled by numerous 
decisions. It is held to be an estate of inheritance in the rent, while the owner of 
the land has an estate of inheritance in the land out of which the rent issues. 
Kach is the owner of a fee-simple estate. ‘The one is incorporeal, the other 
corporeal. Jrwin v. Bank (1 Pa. 349). * While he [the owner of the ground 
rent] has an estate in the rent issuing out of the land, he has no estate in the 
land itself.’ 

rhe court further stated: 


Lut here the title to the land is in the mortgagor’s vendee, who occupies 
the position of a terre-tenant, entitled to notice of the proceedings on the mort- 
yee fh s to be affected thereby, while the ground-rent landlord’s claim rests 


solely upon the right to enforce the payment of his rent issuing out of the lot— 
aun estate, it is true, but only in the rent, and enforceable by the usual remedies 


for the recovery of rents in arrear, and not by ejectment Its characteristics, 
therefore, are not, as against the rights of the mortgagee in this case, such as to 


mpress upon it the nature or properties of a title to the land.” 

Since the Government's interest here sought to be transferred is an estate in 
rent and not in land, such interest Cannot be considered “lands owned or controlled 
by the United States” within the meaning of that term as used in section 16 of 
the Federal Airport Act, and hence cannot be transferred to the city of Phila- 
delphia under that section 

With reference to the contentions concerning loss of revenue, it is conceded that 
the payment of the ground rent diverts funds which otherwise might be used for 
further development of the airport. However, this would be true of any fixed 
obligation, such as payments on a mortgage or other borrowed money, and, in the 
light of the interpretation of “use” as meaning physical enjoyment or occupations, 
such diversion of funds does not appear to be germane to the issue. Also, as 
stated in Office decision of March 25, 1953, the relinquishing of the Government’s 
right to receive the ground rent would not make the land more available for 
physical use, but would be tantamount to rendering direct financial aid to the 
city, and such direct financial assistance is covered in meticulous detail by other 
sections of the statute. 

The contentions of the city of Philadelphia, as reflected in your letter of October 
9, 19535, that because of the existence of the ground rent it does not have a rea- 
sonable guaranty of tenure and a clear and indefeasible fee-simple title to the 
tract do not appear to be completely accurate. Under the laws of the State of 
Pennsylvania, both parties to a conveyance reserving a ground rent take a fee- 
simple estate, the grantor’s estate being an incorporeal inheritance in fee in the 
rent and the grantee’s estate being a corporeal inheritance in fee in the land out 
of which the rent issues. In Birdswell vy. Brennan (21 Pa. Dist. and Co. 583), it 
was held that a fee simple in land out of which a ground rent has been reserved 
is a freehold estate clear of all encumbrances unless there be arrears. It was 
held therein, quoting from the syllabus, that “In the absence of a specific covenant 
to the contrary, the owner of land subject to a ground rent holds a title in fee 
simple unencumbered as long as there are no arrears, and may make full use of 
the property to his enjoyment thereof, even to the extent of removing improve- 
ments on the property or the soil itself.” Hence, it would appear that, insofar 
as the Government’s ground-rent interest is concerned, the city of Philadelphia 
can make exactly the same use of the Hog Island tract that it could make if such 
interest did not exist. Also, the city does have a clear and indefeasible fee-simple 
title to the land, and it does have a reasonable guaranty of tenure at least so 
long as it does not allow the rent to fall into arrears. It does not seem reason- 
able to assume that the city of Philadelphia, having already invested many mil- 
lions of dollars in this airport and planning to invest many millions in addition, 
would permit the relatively small amount of $153,000 per annum to jeopardize 
its investment. 

Accordingly, the decision of March 25, 1953, must be sustained. 

Sincerely yours, 


LINDSAY C. WARREN, 
Comptroller General of the United States. 
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Senator Durr. For your comment, I would just like to read the last 
paragr: iph of that letter: 


his Office does not look favorably upon the surrendering of property or rights 
of the United States without appropriate benefit accruing to the United States 
Accordingly, this Office does not recommend that favorable con 
deration be given this bill 

Secretary Murray. It is the feeling of the Department of Com- 

meree that substantial benefits will accrue to the | nited States. 
(As we see it, there are two alternatives -either to keep this shadow 
over this tract, which will, in our opinion, eliminate any 


deve opment of the tract, or give it to the people ot Philadelphia SO 


that, with confidence, they ean vo ahead and interest private investors 


to put their funds into this area for the development of the facilities 
that are related to the airport, as well as facilities that are related to 
other forms of tra nsportation, and the city representatives, I know, are 
here to tell you W hat they have in mind. 


The alternative to a nothing and letting this tract continue 
undeveloped, as it has been now for 24 years, or giving Philadelphia 
a chance to develop it to us, there is no alternative either for our 
commerce or for our national defense. The more Philadelphia does 


in erecting buildings, hanears, and related facilities, using their own 
funds—if we should ever need it for defense purposes, we will have 


an airport that is fully developed as against an airport that is partly 
developed. 

Sener Durr. Under the Federal Airport Act. section 16, 60 Statute 

), passed on May 13, 1946, it is my unde rstanding if the city had 
oce sapiail this land pursuant toa lease or permit it would have obtained 
it without paying anything under that act. 

Secretary Murray. That is my understanding 

Senator Durr. So, it would seem, despite the i ict you have already 
paid $3 million, that this letter from the ¢ ‘omptroller General would 
look to be in the way of a technical objection by reason of the fact 
you have made a cash payment rather than getting it for nothing in 
the first place. 

eee Murray. And, again, the Comptroller General bases this 
on the fact that no benefit will accrue to the United States, and in that 
we do not agree with the Comptroller General. We think that great 
benefit will accrue to the United States, based upon the assurances 
which Philadelphia has given of their plans to develop the area. 

We have the same situation all over the country where we have 
airports— -that, because of certain Federal claims, the cities are not 
able or are not willing to go ahead and develop their airports—and it 
is one of our serious problems because the alternative to it is to give a 
clear title to a number of cities so they will 20 ahead, using’ their own 
funds, erect the hangars and the other facilities which are needed. so 
that if the Federal Government ever needs the facilities in time of 
emergency you have a going airport as against an airport that is only 
hs lf deve loped. 

This is certainly one of these situations where we do not agree—and 
we are not even sure the Comptroller General understands—that these 
indirect benefits are just as important as would be more tangible bene- 
fits of a check coming in from Philadelphia once each year. 








DEVELOPMENT OF HOG ISLAND TRACT NEAR PHILADELPHIA 13 


Mr. L’Hevrevx. In other words, Mr. Murray, you and the Comp- 
troller General are in perfect agreement in not looking favorab ly upon 
the surrendering of property or rights of the United States without 
appropri: ite benefit accruing to the United States therefrom but, from 
your e ‘pert knowledge, because you have control over cert: un phas es 
of aviation and expe rt kno wledge on the sub ject, you do see appro- 
pris ite benefits = ruing to the United States and, therefore, you dis- 
agree on the finding of fact, but not on the principle; is that right ? 

Secretary Murray. I see substantial benefits ace1 ulng to the United 
States from this. 

Mr. L’Hevureux. Has your recommendation cleared the Bureau of 
the Budget 4 

Secretary Murray. Not yet. 

Mr. L°Hevurevx. Not vet / 


Secretary Murray. As you know, this has been working pretty fast. 

Mr. L’Hrvurevx. Yes. 

Secretary Murray. And we were not able to clear it. They know I 
am down here, and have in dicated to me it was quite proper for me to 
Oly the opinion of the De ‘partmne nt of Commerce. 


Mr. L*Hevurevx. Fine. 

Senator Durr. Allright,sir. Thank you very much. 

Secretary Murray. Thank you, Senator. 

Senator Durr. Mr. Louis R. Inwood. 

Mr. Inwood, do you havea prepared statement ? 

Mr. INwoop. Yes, sir. 

Senator Durr. You may file your formal statement, which will be 
made a part of the record at this point, and then make any verbal com- 
ment in addition thereto you wish. 

Mr. INwoop. Thank you, Senator. 

Senator Durr. Or, if you prefer, it is all right to read it. 

Mr. Inwoop. I would like to read this statement, if I may. It isa 
statement which Mr. Walter M. Phillips, director of commerce of 
the city of Philadelphia, asked me to present for him. 

Senator Durr. All right. 


STATEMENT OF LOUIS R. INWOOD, DIRECTOR OF AVIATION, 
INTERNATIONAL AIRPORT, PHILADELPHIA, PA. 


Mr. INwoop. My name is Louis R. Inwood. I am director of avia- 
tion for the city of Philadelphia. 

I will read this statement of Mr. Phillips into the record and then 
comment and explain some port ions of it: 


For almost 25 years the taxpayers of the city of Philadelphia have been pay- 
ing unjust tribute to the Federal Government in the form of an unreasonable and 
discriminatory ground rent on the so-called Hog Island tract. 

The Hog Island tract consists of 949 acres of substantially undeveloped water- 
front land comprising the southwest portion of the Philadelphia International 
Airport. It was acquired by the American International Corp. and used as a 
shipyard during World War I. On March 2, 1920, the United States Shipping 
Board acquired title at a total cost of $1,754,000, which was approximately 
$1,850 per acre 

Unused for more than a decade thereafter, and with the war-built installations 
crumbling into decay, the site seemed destined to be a perpetual blight on the 
Philadelphia waterfront and a perpetual drain on the Federal Treasury. Amaz- 
ingly, however, the United States Shipping Board which controlled this derelict 








1 | DEVELOPMENT OF HOG ISLAND TRACT NEAR PHILADELPHIA 


was unwilling to make it available to the city of Philadelphia for public use as an 
air and marine terminal in 1930 except at a price of $3 million, almost $3,200 per 
acre 





In 1930 with the echoes of the 1929 stock market crash still reverberating 
throughout the land, and with the economy on its way toward the depths of 1932 
and 1933, waterfront land was not in demand. In fact, improved waterfront land 
far preferable to Hog Island was available for purchase within the industrial 
Philadelphia area, but there were no bidders. 


As recently as 1948, practically identical waterfront land immediately down- 


er from the Hog Island tract was acquired by the city for $750 per acre. This 
price was by award made on eminent-domain takings for enlargement of the air- 
] t ted title e} btained for the figure of $750 per acre. 

I der ft eserve H Island tract for its natural use as a site for 
pol airport and it strial development, the city of Philadelphia was forced to 
accept the Shippir They were: 

\ ( SK ( cs OOO ; 

\ $450,000 

G ( I Cel 
S76 1] { inpaid balance for the first 10 years, and 6 
percent annually thereafter—$153,000—unless the principal balance 
of $2,550,000 b ] ad 

! t y harsh for that much land even if it had been with a 
( d unre icted title t the title was not clear. It was subject to very 
burdensome restrictions, some of which were as follows: 

1. The city to use the ground for marine, rail, and air terminal purposes only. 

Be ae ty to develop S54 acres as a seaplane base 

3. The city to expend nearly $500,000 in filling and grading, and other improve- 
ments 


t. The Federal Government to have the right of recapture in time of national 
emergency without consideration other than abatement of the ground rent. 

5. Aircraft of the United States to have free use of the airport landing area 
and of open storage space at the airport. 

These restrictions were made to cover not only the 949 acres transferred but 
also 240 acres which the city had owned since 1916. 

The many restrictions placed in the deed, with certain exceptions, have been 
enforced throughout the 24-year period. 

Not only was the land heavily restricted, but also it was encumbered with 
physical structures of no value but constructed of heavy concrete and difficult 
to remove in connection with development for airport purposes. The frame- 
work of one building still standing, but never found useable even during World 
War II, must soon be demolished. The estimated cost of demolition is $300,000. 
Also, there are foundations of old structure which must eventually be removed 
and will cost the city thousands of dollars more. 

The city of Philadelphia has paid on the $2,550,000 principal sum a cumulative 
total of interest in the amount of $2,303,910, and is presently making a further 
payment of $229,500, making a total of $2,533,410. 

The ground rent was never retired. For one reason, the city has not been in 
a financial position to pay it off. Until after World War II there was no 
borrowing capacity, and since World War II the pressing need for improve- 
ments throughout the city constituted a prior claim on any capital funds which 
the city could obtain. In fact, a sizable part of the city’s investment of capital 
funds over these years has been in the airport, carrying out the spirit of the 
original Hog Island agreement. Over $36 million has been expended in the 
development of Philadelphia International Airport since its acquisition in 1930. 

A second reason why the ground rent was not retired in order to avoid the 
6 percent interest has heen the continuing hope and reasonable expectation that 
the Federal Government would renegotiate the original agreement. When 
that agreement was entered into in 1930, there was no national policy of aid to 
airports Ever since there has been such a policy, beginning in 1947, it was 
reasonable to expect that one of the forms of aid to Philadelphia would be the 
relinquishment of the ground rent. Comparable relief has been given to other 
cities and has been repeatedly urged for Philade'phia 

In 1952, Secretary of Commerce Sawyer, on the recommendation of the Mari- 
time Administration and the Civil Aeronautics Administration, approved forgive- 
ness of the ground rent and requested the opinion of the Comptroller General in 
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regard to the proposed conveyance. When the Eisenhower administration took 
office, Under Secretary of Commerce for Transportation, Robert B. Murray, Jr., 
renewed the action of the Department of Commerce in seeking to convey the 
property free of the ground rent, and urged approval by the Comptroller General. 
Such approval, however, was twice denied on purely technical grounds; first, by 
an opinion dated March 25, 1953, and again on March 9, 1954, after appeal, for 
review by Under Secretary of Commerce Murray and Secretary Weeks. The 
Comptroller General made a finding that the action sought was not a conveyance 
of a character intended in section 16 of the Federated Airport Act because the 
city already had use of the land, and because the Federal Government no longer 
“owned” the land, but only held a ground rent interest It is apparent that 
otherwise the conveyance for the purpose of clearing the title without further 
payment by the city would have been approved. 

The Comptroller General himself said in the March 25, 1953, opinion: 

“T am well aware of the seeming inequity of a decision which holds that this 
conveyance of ground rent is unauthorized while recognizing, as I must, that 
were the lands to be turned over to the city now for the first time, there would be 
no legal objection to a conveyance of the title in fee simple, subject only to the 
reversionary rights specified in the statute.” 

Philadelphia appeals for relief from the inequitable consequences of a tech- 
nicality in the Federal Airport Act of 1946, as amended. 

The inequity is grievous for the following reasons: 

1. On account of starting its airport program early before there was a program 
of Federal aid to airports—it is now held that Philadelphia already being in 
possession and using for airport purposes land acquired from the Federal Govern 
ment, it can receive no benefits under the provisions allowing conveyance of 
Federal surplus lands for such purposes without monetary consideration. 

2. The city was saddled with a very harsh agreement in 1930. By any reason- 
able appraisal the city of Philadelphia was grossly overcharged for the property. 

3. The taxpayers of the city of Philadelphia have paid an unreasonably high 
ground rent since July 23, 1940, when the annual rate increased from 3 percent 
to 6 percent. With the effective interest cost on Federal borrowing at or below 
3 percent, during this entire period, it was unreasonable for the Federal Govern 
ment to exact a financial profit from a municipality utilizing this land for a publie 
purpose. At the 6 percent annually required by the 1950 agreement, instead of 

percent, which would have been in line with Government interest rates, the 
taxpayers of the city of Philadelphia were forced to pay the Government a finan- 
cial profit between July 28, 1940, and January 22, 1954, of approximately $775,000. 
This is based on figures from the official annual reports of the city comptroller 
of Philadelphia. 

Had the ground-rent capital figure been a reasonable one, then Philadelphia’s 
interest payments to date would have been sufficient to cover reasonable interest 
and to retire the entire principal several times over. Assume that approximately 
$1,000 per acre, or a total of $1 million was a fair purchase price for the land. 
Industrial realtors testify that this would have been a fair figure even for a title 
in fee without restrictions. Unfortunately, no appraisal was made by the city 
at the time of transfer to the city in 1980. Assuming a fair value of $1 million, 
a down balance of such as was made, and an unpaid balance of $550,000, the 
figures would have compared as follows : 


Interest to date on actual $2,550,000 balance of ground-rent 

principal : “ $2, 533, 410 
Interest which would have been paid to date on a $550,000 bal 

ance of principal, a downpayment of $450,000 having been 

made —- pvc satcloenaied bebe tenant —" a Ss 546, 637 


Available for application toward principal aout eee Ree S Wee 


Had the assumed unpaid balance of $550,000 been self-amortizing, the interest 
cost would have been still less, and the excess of interest actually paid would 
have been even greater. In other words, a reasonable principal would by now 
have been paid off, with interest, perhaps 4 to 41% times over. 

Likewise, if the unpaid principal had been only $550,000, the financial profit 
accruing from the 6 percent rate actually paid on $2,550,000, as referred to above, 
would have been much greater. The interest at 3 percent on $550,000 during 
the time when 6 percent was actually paid on $2,550,000 would have been only 
$167,000. The amount paid under the 6 percent provision was $1,550,000. Hence 
the financial profit, above what would have been a just interest on a fair value, 
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was $1,383,000. This profit alone is equal to nearly three times what would 
have been a fair balance of principal owing. 

4. Recapture during the war caused a great setback to Philadelphia’s relative 
position in aviation. While aviation was gaining great acceptance in other 
cities, and their airports developed as important transportation terminals, Phila- 
delphia was dispossessed of its principal airport. This resulted in retardation 
of air travel in Philadelphia. It came to be only the 18th in rank of the Nation 
for enplaning passengers, even though it ranked third in population. The pres- 
tige of the city was greatly injured in the aviation world. 

5. Notwithstanding the depression and the city’s consequent inability to retire 
the principal owing, and notwithstanding Philadelphia’s tremendous outlay for 
airport improvement in cooperation with the National Government’s aviation 
policies, no renegotiation has been allowed and release of the ground rent has 
now been barred by the Comptroller General. 

The city of Philadelphia seeks relief not only on account of the inequities but 
also because of the intolerable situation created by the lack of clear title. 
Specifically : 

1. An oil company utilizing a portion of the waterfront is naturally unwilling 
to go forward with needed pier modernization because of the threat of Govern- 
ment recapture, and the lack of clear title by the city. 

2. Land which might otherwise provide needed space for water-based and 
airport-based industry cannot be built upon by potential users because of the 
clouds on the title. 

3. Financing of needed airport improvements on a revenue basis is virtually 
impossible with the ever-present threat of recapture by the Federal Government, 
the absence of clear title in the city, and the continuing drain on airport revenues 
from the payment of the unreasonable ground rent on this tract. 

The relief requested is an act of joint resolution authorizing and directing the 
appropriate contracting agencies of the Federal Government to execute a release 
of the city of Philadelphia from the obligations imposed by the agreement of 
July 28, 1930, by the accompanying deeds, and by the agreement of February 21, 
1946, except for the obligations to continue the tract in public ownership for use 
of port, airport, rail, and industrial purposes: and to transfer all title and interest 
in the land of every nature whatsoever to the city of Philadelphia: all without 
further compensation of any kind. 

May I present this to the Senator for his perusal? 

I don’t believe that is ap propr iate for the record. 

It shows what the press of Philadelphia thinks of the matter 

Senator Durr. Yes; of course, we can make that a part of the record. 
If you desire, there will be made a part of the record at this point an 
article in the Philadelphia Inquirer of Monday, July 12, with reference 
to the Hog Island acquisition by the city. 

That particular article will be made a part of the record. 

(The article referred to is as follows :) 


[From the Philadelphia Inquirer, Philadelphia, Pa., Juiy 12, 1954] 
Hoe ISLAND ACQUISITION BY CITY SEEN AS GREAT Boon TO ATRPORT GROWTH 


Acquisition of Hog Island by the city from the Federal Government would 
stimulate the growth of International Airport to its “rightful rank among the 
first three air terminals of the Nation,’ Walter P. Miller, president of the 
Chamber of Commerce of Greater Philadelphia, said yesterday. 

Transfer of title of the land is now awaiting action by legislators in Wash- 
ington. 

ASKS QUICK ACTION 

Urging that Congress act quickly to pass ownership of the 950-acre site to 
Philadephia, Mr. Miller said the additional land area for the airport would be “a 
shot in the arm” needed to bring the city an air terminal commensurate with 
its position as an industrial and commercial leader 

“The Hog Island areas not needed by the airport will become valuable indus- 
trial and commercial locations which should greatly enhance the business rebirth 
the Delaware Valley, United States of America, region is experiencing,” Miller 


said 
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PRAISES LEGISLATORS 


He added that it was “extremely important that this measure be approved by 
the present Congress.” 

Miller praised Representatives Hugh D. Scott, Jr., Republican, of Pennsylvania, 
and Senators James H. Duff and Edward Martin for introducing the legislation 
to effect clear title transfer of the property to the city. The bill has been approved 
by the House Interstate and Foreign Commerce Committee 

Mr. Inwoop. The city of Philadelphia has made substantial effort 
to acquire this property under title 16 of the Airport Act, but was 
unable to do so and, even though it seems to be perfectly legally cor- 
rect for the port of New York to acquire a substantial portion of 
Idlewild or New York International, as it is called, the Comptroller 
General, in the decision March 25, 1953, stated : 

I am well aware of the seeming inequity of a decision which holds that this 
conveyance of ground rent is unauthorized while recognizing, as I must, that 
were the lands to be turned over to the city now for the first time, there would be 
no legal objection to a conveyance of title in fee simple, subject only to the 
reversionary rights specified in the statute. 

Now, in other words, we went to the Comptroller General, gentle- 
men, and the Comptroller General recognized the equity of our situa- 
tion, but said that because we had entered into a contract with the War 
Shipping Board in 1930 and had paid—— 

Senator Durr. You are precluded from getting it now by reason of 
a very large payment, while other people who had not made such a 
payment are not precluded ¢ 

Mr. Inwoop. Yes, sir: that was the opinion of the Comptroller 
General, and a very interesting one. 

Now, I have a statement here from Earle N. Barber, a realtor in 
Philadelphia and, incidentally, the president of the Appraisers Asso- 
ciation, and recognized nationally as one of the foremost appraisers 
in the United States of land property. The letter is addressed to Mr. 
Walter N. Phillips, city representative, room 217, City Hall, Phila- 
delphia, Pa., and is dated June 7, 1954. It reads: 

In connection with my appraisal of the acquisition of land for the Philadelphia 
International Airport, you requested some information regarding the value of the 
Hog Island site at the time of the conveyance from the United States Govern 
ment in 1930. 

At that time the United States Shipping Board was in title to the Hog Island 
property and conveyed approximately 950 acres to the city of Philadelphia at a 
total price of $38 million. This would approximate $3,150 per acre. 

The city has since acquired additional land from many of the industrial 
owners, adjoining this site, some of it waterfront property, and as late as 1948, 
awards by a jury of view were made at prices less than $1,000 per acze. 

The value of the Hog Island site, in my opinion, was much nearer this figure 
than the $3,100 per acre which was paid, especially in view of the restrictions, 
reservations, and reversionary interests retained by the Federal Government. 

I think it is safe to say that all of my colleagues in the appraisal profession, 
which you have retained in valuation work on the airport site are of the unani- 
mous opinion that the price paid by the city in 1980 was excessive 


Now, this is 18 years later, and I mention this fact because it shows 
that Philadelphia is subjected to a great misfortune in signing that 
agreement, not only from the fact that it could not get its airport, 
but the price it paid was $3,200 an acre as against an appraisal 18 
vears later at a thousand dollars an acre. 

Senator Durr. See and a quarter times the going price ¢ 

Mr. INwoop. Yes, si 








1S DEVELOPMENT OF HOG ISLAND TRACT NEAR PHILADELPHIA 


Now, that is the interest we have been pay ing. That isthe 6 percent 
interest, this $153,000, we have been paying on an appraised valuation, 
and we are buying waterfront property. 

We have just had a recent appre aisal. 

I show this to the Senator so he may see, and T can leave this with 
him, if he desires. 

The green outline here is the Hog Island property. The rest is 
what the citv has acquired. 

This piece of property immediately adjacent was acquired at less 
than $750 an acre. 

Senator Durr. When you say “this piece,” identify it for the record. 

Mr. Inwoop. The piece— 

Senator Durr. Which is north? Here? 

Mr. INwoop. Yes: this is north. 

Lhe piece immediately—— 

Senator Durr. Then the piece immediately west—— 

Mr. Inwoop. West and adjoining on the waterfront was acquired 
for S750 an acre as against the $3,200 of the Hog Island tract. 

The next piece, immediately west, we are now going into condemna- 
tion on, and we have been told in 1954—the appraisers have given us 
a written report showing—that is worth $1,000 an acre. 

Now, what I would like to bring out here is the fact that 

Senator Durr. All this property fronts on the Delaware River ? 

Mr. Inwoop. Yes, sir. The Delaware River waterfront is right 
immediately on this side—had we taken the price 18 years later, $750 
an acre, or the price today at a thousand dollars an acre—suppose 
we take that price, at a thousand dollars an acre—the city of Phila- 
delphia, at a normal 3-percent rental, which is what the United States 
Government has dealt with, that or less, with most people, would have 
paid both principal and interest in the amount of money that we have 
paid now. 

So, when the Comptroller General or anyone else says you are giving 
something to Philadelphia, we, as Philade ‘Iphia, the city of Philadel- 
phia, deny vehemently that we are being given a inything. 

We are not being given anything. We are ap ypealing to Congress 
for our just dues in the matter. 

Senator Durr. You are appealing to Congress to correct a bad deal 
you made ? 

Mr. Inwoop. Yes, sir. Now, we are willing to go this much further 
in the situation, which I think is interesting: We have spent over 
$36 million in deve loping this tract. The majority of the develop- 
ment, up to the present time, has been $814 million on this beautiful 
terminal building, which is on our own property, substantial develop- 
ment, hangars, several million dollars worth of hangars and build- 
ings, and so forth, so that we have very little property left that is 
outside of the Hog Island tract. 

Now, I have pending and awaiting action at the present time 3 
hangars for aircraft properties, about a million and a half each—2 
for Trans-World Airlines and 1 for United Airlines, which we want 
to go to the market and finance, and the airlines are willing to sign 
up on a completely self-amortizing basis. 

Now, that happens to be just over into Delaware County, and some 
further development along here, and a great deal of this develop- 
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ment is being held up by this cloud on our entire title of the Hog 
Island, so that we cannot avail ourselves of revenue-type bonds which 
in Pennsylvania are issued by authorities under the State laws; and 
that problem is a severe one for us in order to properly develop this. 

Now, every one of those $314 million of hangars, in the event of 
war or emergency, would make a first-class modification center or 
excellent base. 

The development of the harbor, which we want to go forward with 
in conjunction with the airport, would give the United States one of 
the few terminals where every form of transportation meets, which 
would be a very valuable asset to the United States. 

Senator Durr. I would suggest you make this map a part of the 
record. 

Mr. Inwoop. All right. 

Senator Durr. It will be made a part of the record at this point. 

(Subsequently the map referred to and the following letter were 
received for insertion inthe record of the hearings :) 

CITY OF PHILADELPHIA, 
DEPARTMENT OF COMMERCE, DIVISION OF AVIATION, 
Philadelphia, Pa., July 13, 1954 
The Honorable JAMES H. Durr, 
United States Senate, 
Senate Building, Washington, D. C. 

Dear SENATOR Durr: This is the small-scale map that I promised you, which 
I hope will be useful. 

I would appreciate very much a copy of the hearings when available and want 
to assure you that the city of Philadelphia is very appreciative of your spon- 
sorship of the Hog Island bill. Please call on us for any further information. 

We know that you will use every effort to try to have this bill passed by the 
Senate in the near future, and wish to assure you that if there is anything that 
I can do by direct contact please advise me. Walter P. Miller and Phil Sharples, 
together with many others, have promised me their unqualified support and 
indicated their willingness to go to Washington if it would help in the imme 
diate passage of the bill. 

Kindest personal regards. 

Yours very sincerely, 
Louis R. Inwoop, 
Director of Aviation 

Mr. Inwoop. We are willing, and subject to this I can say very 
definitely the city of Philadelphia is willing, to spend in the neighbor 
hood of between 6 and 7 million dollars of its own money in that 
development. 

Now, that is 6 and 7 million dollars worth of benefit as a national 
asset to the United States, which the city of Philadelphia is perfectly 
willing and pledges that it will go ahead with such development if we 
can have this inequity that has been fostered upon us righted by the 
Congress of the United States. 

Senator Durr. All right, sir. 

Mr. L’Hevrevx. Mr. Inwood, would your oflice have a smaller map 
that we can give to the Government Printing Office ? 

Mr. INwoop. I can have it reduced. 

Senator Durr. That would be better. 

Mr. L’Hevrevx. Will you have reduced in order to save time in 
printing ¢ 

Mr. INwoop. I will have it reduced and send you several copies. 

Mr. L’Hevrevux. Thank you. 

Senator Durr. The next witness is Mr. W. Lenning Travis. 
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STATEMENT OF W. L. TRAVIS, CHAIRMAN OF THE AVIATION 
COMMITTEE OF THE CHAMBER OF COMMERCE OF GREATER 
PHILADELPHIA 


Mr. Travis. Mr. Chairman, my name is W. L. Travis, I am chair- 
man of the aviation committee of the Chamber of Commerce of Greater 
ty hiladelp hia. This is an organization of business interests of the 
community having as its objective the promotion and protection of the 
commercial and industrial interests of the greater Philadelphia area, 
including matters pertaining to the maintenance of adequate air trans 
ports wion fac ilities and se rvices., 

It isthe position of this organization that the Congress should give 
its approval to the bill being considered by this committee today, 
S. 3630, which would permit the city of P hiladelphia to further de 
velop the Hog Island tract of land, a substantial portion of which is 
now occupied by the Plilade Iphia Intern: itional Airport, as an air, 
rail, and marine terminal for the promotion and furtherance of 
nterest and foreign commerce and for related industrial expansion. 

I will not go into details concerning the agreement between the city 
of Philadelphia and the Federal Government that was made in 1930 
or the developments in connection therew ith, that have accurred since 
that time, as that phase of the subject has been completely covered by 
Mr. Louis R. Inwood. director of aviation, city of Phil: adelphia. 

I believe it will suffice to point out that the city of Philadelphia has 
already paid $2,983,410 to the Federal Government in connection with 
this property, which consists of payment of $450,000 made in 1930 and 
interest since that time aggregating $2,533,410. This figure greatly 
exceeds the $1,754,000 that I am informed the Federal Government, 
through the United States Shipping Board, paid for the property in 
1920. Assuming this amount to be a fair pr as at that time and deduct 
ing from it the amount of $450,000, which the city paid as a downpay 
ment in 1930, the remaining balance is $1,304,000. Interest on this 
balance at 3 percent for the 24-year period 1930 to date would be 
$938,880. The interest which the city - as actually paid in the amount 
of $2,533,410 exceeds that figure by $1,594,530. In other words, based 
on this c aleulation, the city has paid an excess of interest almost as 
much as the Federal Government paid in 1920. 

Furthermore, I am reliably informed that the city in 1948 pur 
chased a tract of comparable waterfront land in the area of the Hog 
Island tract at the price of $750 per acre. At that price per acre the 
Hog Is land tract of approximately 951 acres would be valued 

$715,250. On the other hand, the city of Phil: adelphia has since 1930 
paid the Federal Government approximately 4 times this sum of 
money, or $2.533,410. 

These facts from a business point of view seem to us to establish the 
equity of the proposed legislation that would relieve the ¢ ity of Phila- 
delphia from the fulfillment of the conditions of the original agree- 
ment. In fact, I am informed that the agencies of the Fede ral Gov- 
ernment having jurisdiction concur in this view, although they do not 
feel that this can be legally done without the enactment of the proposed 
legislation. 

a city of Philadelphia spent over $36 million in tax money for 

ie development of the Philadelphia International Airport since the 
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agreement was entered into with the Federal Government in 1930. 
This is the commercial airport of the Greater Philadelphia area and 
its facilities are used by 11 carriers holding certificates of the Civil 
Aeronautics Board and operating routes throughout the United States 
and abroad. In view of the congressional policy of promoting the 
development of all forms of transportation, we are convinced that the 
city of Philadelphia should be relieved from its present obligations 
in connection with the matter. 

Under the national policy of Congress, the Federal Government has 
in the recent past donated large tracts of land to a number of cities 
of the Nation for airport purposes. In view of this fact it would cer- 
tainly be in keeping with said national policy, for the city to be given 
clear title to the property because Philadel Iphia has paid to the Gov- 
ernment substantially more than the recognized value of the property. 

We respectfully urge, therefore, that your committee give its ap- 
proval to the proposed legislation, urging that it be en: vcted by the 
Congress. 

I have also been authorized to speak personally for Walter P. Miller, 
Jr., president of the Chamber of Commerce of Greater Philadelphia. 
He regrets not being here today, but he asked me to make this very 
brief statement for him: 

In the light of the surrounding circumstances, it is equitable that the city of 
Philadelphia be given clear title to the Hog Island site. This property is not 
only important to Philadelphia as an air-terminal area, but is most important 
in connection with the related industrial expansion of the Greater Philadelphia 
area. 

Senator Durr. Thank you, sir. 

The next witness is Frank J. Bowden, Jr. 


STATEMENT OF FRANK J. BOWDEN, JR., REPRESENTING THE 
GREATER PHILADELPHIA, DELAWARE, SOUTH JERSEY COUNCIL 


Mr. Bowpen. Mr. Chairman, my name is Frank J. Bowden, Jr. 
I represent the Greater Phil adelphia, Delaware, South Jersey Coun- 
cil, an organization composed of civic and business leaders resident 
in 11 counties of 3 States bordering the Delaware River. 

I am in complete agreement with “what Mr. Murray, Mr. Inwood, 
Mr. Travis have said concerning this matter, and I respectfully 


appear before you in support of the bill, S. 3630. 
For over 5 years it has been our responsibility to promote the 
industrial growth of the greater Philadelphia area. In this prac- 


tice it is our duty to keep reasonably aware of the av: ailability of 
ground that is fit for industrial use. Industrial realtors and muni- 
cipal officials are becoming increasingly concerned over the scarcity 
of good industrial ground, particularly in large lots. The 949 acres 
comprising the tract of ground being considered in Senate bill 3630 
represents approximately one-third of all the city and_ privately 
owned ground suitable for industrial expansion in the city and county 
of Philadelphia. 

The ground in question is unique in that it is very suitable for 
building construction; it is located on a major navigable river; it 
is adjacent to the International Airport; it is served by a major rail- 
road, and adjacent to a through industrial highway. Very few sites 
on the eastern seaboard offer so many advantages. 
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I am informed that three clients are presently interested in devel- 
oping sections of this group, but are hesitant because of the present 
status of the ownership. 

The Delaware River Valley is of strategic importance to the future 
of American security and national defense. In times of national 
emergency, adequate port installations must be available. During 
World War II the port of Philadelphia alone handled 15 percent to 
20 percent of all goods shipped in and out of the United States. 

Year by year the foreign and coastwise commerce using the Dela- 
ware River ports is increasing. During 1950 these ports handled a 
total of 68 million tons of cargo. The 1951 volume was placed at 
75 million tons. 

I have attempted to show an ever-increasing need for this ground 
to augment the fast diminishing supply of suitable industrial land 
in Philadelphia, and I respectfully petition the Interstate and Foreign 
Commerce Committee to recommend the passage of S. 3630. 

That is all I have to say, sir. 

Senator Durr. All right, sir. 

Mr. Bowpen. Thank you. 

Senator Durr. I think we understand the situation clearly. 

[f there are no other witnesses, that will conclude the hearing, and 
we will have a prompt report. 

(Whereupon, at 11: 40 a. m., the hearing was closed.) 
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